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AICPA Washington Report
January 6, 1975 
Volume III, Issue 12
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AGRICULTURE, DEPARTMENT OF
Finalized amendments to the regulations governing the operations 
of the Special Supplemental Food Program for Women, Infants, 
and Children (WIC) have been published (see 12/27/74 Fed.
Reg., p. 44728). State agencies are required to maintain 
adequate fiscal records and a cost allocation plan approved 
in accordance with FMC 74-4 (formerly OMB Circ. A-87).
CIVIL SERVICE COMMISSION
A proposal to amend the Manual on Fund-Raising within the Federal 
Service has been published (see 12/26/74 Fed. Reg., p. 44674). 
The amendments would require audits and "certifications" 
by CPAs in conformance with the "Standards of Accounting and 
Financial Reporting for Voluntary Health and Welfare Organi­
zations." The time for comment expires 1/15/75.
COMMERCE, DEPARTMENT OF
Finalized regulations to implement the business development grant 
and loan programs under P.L. 93-423, the Public Work and Econo 
mic Development Extension Act, were published in the 12/30/74 
Fed. Reg., p. 44958. Applicants for loans or loan guarantees 
are to submit financial information including audited finan­
cial statements. In addition, grantees must conform to 
financial requirements set forth in FMC 74-7 (formerly OMB 
Circ. A-102).
COMMODITY FUTURES TRADING COMMISSION
The final report of the "Joint USDA-Industry Study Team on Futures 
Trading Data Systems" has been released. The report, dated 
8/27/74, concludes a 10-month study of data generation, col­
lection, and utilization in the futures trading industry with 
a set of recommendations for a new futures trading system.
The new system would include daily reporting of detailed trade 
information through clearing houses; reporting of background 
information on selected accounts by traders and by carrying 
firms; reporting of trade execution times; and a new computer 
system to process the data and make it available for analysis. 
Copies of the report may be obtained by calling 202/447-4450.
COST ACCOUNTING STANDARDS BOARD
Certain provisions under Title 4 of the Code of Federal Regulations 
were inadvertently omitted from the 1974 revision of the Code 
(see 12/20/74 Fed. Reg., p. 44030). The sections involved 
were sections 351.41, 351.50, 351.70, which were promulgated 
on 12/4/73. They will be included in the 1975 revision.
ENVIRONMENTAL PROTECTION AGENCY
"Environmental Management and local Government" is the subject of a 
new EPA study recently released. The report (EPA 600/5-73-016
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Feb. 1974) is the result of a survey of chief executives in 
cities over 10,000 population and counties over 50,000 and 
a series of field studies of local environmental management 
in Texas, California, Ohio, and North Carolina. Copies 
may be obtained from the GPO for $3.80.
FEDERAL ENERGY ADMINISTRATION
Finalized mandatory price regulations designed specifically to
cover the prices of natural gas liquids and products produced 
from natural gas liquids, including propane, were published 
in the 12/24/74 Fed. Reg., p. 44407. Made effective 1/1/75, 
comments concerning further revisions to the new regulations 
will be accepted until 1/15/75.
In the same issue, at p. 44415, FEA published Ruling 
1974-27 concerning the allocation of refiners’ increased pro­
duct costs to sales volumes. The Ruling covers arm’s-length 
sales situations where some of the products are consumed by 
the seller, some are transferred to affiliates, and some are 
sold for export. The issue resolved in the Ruling is how to 
allocate increased product costs with respect to these trans­
actions.
A second GAO report on the FEA refinery audit program was released 
in early December, stimulating last minute Congressional 
hearings. The report, "Problems in the FEA's Compliance and 
Enforcement Effort" (B-178205, 12/6/74) found substantial 
deficiencies in the audit program and concluded that FEA, 
in addition to centralizing the control and direction of its 
auditors, should increase the size of the assigned staff or 
use a "strike force" to visit selected firms.
At the hearings, chaired by Sen. Ribicoff (D-Conn.) of 
the Government Operations Subcommittee, Phillip S. Hughes, 
Assistant Comptroller General, questioned whether FEA has 
adequate manpower to audit oil entities. In response to a 
request from Sen. Ribicoff, Mr. Hughes said he intended to 
continue monitoring FEA operations, but stated that availability 
of auditing manpower in his own agency is "critical." A 
copy of the report may be obtained for $1 from the GAO Reports 
Dept., 202/386-6594.
FEDERAL POWER COMMISSION
The time for comment has been extended on two recent rulemaking pro- 
posals. In the 12/20/74 Fed. Reg., p. 44050, the time for 
comment on the proposed amendments to the uniform system of 
accounts for Public Utilities and Licensees and for Natural 
Gas Companies (Classes A thru D) to provide inclusion of con­
struction work in progress in rate base was extended to 3/31/75.
The proposal to revise Annual Report Forms No. 1 and No. 2 
to obtain future financing requirements (see Wash. Report, Issue 
5) has been extended to 2/21/75 (see 12/27/74 Fed. Reg., p. 44779)
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HEALTH, EDUCATION, WELFARE, DEPARTMENT OF
"Federal Programs for Education of the Handicapped: Issues and
Problems" (B-164031(1), 12/5/74) is the title fo a new GAO
report. Highly critical of the lack of coordination by 
federal agencies in their programs in this area, the report 
found a lack of adequate guidance to and planning by State 
agencies and a failure of adequate evaluation and monitoring 
programs by HEW. A copy of the report may be obtained for 
$1 from the GAO Reports Dept., 202/386-6594.
Proposals from the Office of Education and the Public Health
Service were published in the 12/30/74 Fed. Reg., p. 45019. 
The OE proposal concerns assistance to States for planning 
and establishing supplementary education centers and ser­
vices and guidance, counseling, and testing programs. Under 
proposed Guidelines, HEW recommends the employment of grants 
administration personnel who can maintain proper fiscal con­
trol and accounting procedures. The time for comment expires 
3/5/75.
The PHS proposed regulations under the Minority Biomedical 
Support Program for grants for the general support of biomedical 
research. The regulations would incorporate by reference the 
DHEW audit provisions in Title 45 CFR Part 74. Time for comment 
ends 1/29/75 and any amendments finally adopted will be made 
effective 12/30/74.
Finalized regulations covering the child abuse and neglect prevention 
and treatment program have been published (see 12/19/74 Fed.
Reg., p. 43936). Section 1340.1-3 incorporates by reference 
the DHEW audit requirements in Title 45 CFR Part 74.
INTERIOR, DEPARTMENT OF
Finalized regulations and procedures under which non-reimbursable 
grants will be used to stimulate and increase Indian business 
and employment under the Indian Business Development Program 
were published in the 12/27/74 Fed. Reg., p. 44748. The reg­
ulations require semi-annual reporting for the first two 
years following receipt of a grant and annually thereafter for 
the succeeding three years. Appropriate accounting and report­
ing systems are to be developed by the Commissioner of Indian 
Affairs to show the status of the program at all times.
INTERSTATE COMMERCE COMMISSION
Proposed amendments to all 10 uniform systems of accounts have been 
issued (see 12/30/74 Fed. Reg., p. 45048). The proposals are 
designed to make the systems consistent in three areas: (1) 
Accounting for treasury stock; (2) instructions for transactions 
with affiliates; and (3) instructions for charges to be just 
and reasonable. The time for comment ends 1/27/75.
JUSTICE, DEPARTMENT OF
"Comprehensive Suggestions" to financial institutions to improve 
the protection of marketable securities have been issued. 
Compiled through the joint efforts of the financial com­
munity and federal agencies, the suggestions were termed 
by Attorney General Saxbe as "common-sense" ideas which 
"every citizen would expect a prudent and reasonable business­
man to observe in his official dealings." Among the sugges­
tions are the use of centralized depositories and book entry 
systems, on-premises security, procedures for the theft of 
loss of marketable securities, tips for dealing with customers 
who are not financial institutions, and a checklist for de­
tecting counterfeit or forged securities.
Under the "Tips for Detecting Worthless or Spurious 
Securities of Non-Asset Businesses," one suggestion warns 
institutions to beware of balance sheets "certified" by a 
"relatively unknown accountant or accounting firm whose re­
sources and standing in the profession are inconsistent with 
an account of the alleged value of the issuing company."
Copies of the Suggestions may be obtained by calling 202/739-2014.
LABOR, DEPARTMENT OF
A proposal concerning the exemption of unfunded welfare benefit
plans under provisions of the new pension reform law was pub­
lished in the 12/24/74 Fed. Reg., p. 44456. Under the proposal, 
any welfare benefit plan under which benefits are paid or to 
be paid directly to plan participants and beneficiaries only 
from  the general assets of the person establishing or maintain­
ing the plan is to be considered an unfunded welfare benefit 
plan. It is noted that the exemption applies only to the require- 
that the assets of employee benefit plans generally be held in 
trust by one or more trustees. Comments on the proposal are 
being received until 1/24/75.
OFFICE OF MANAGEMENT AND BUDGET
Problems associated with the requirement that plan administrators 
of pension and welfare plans file descriptions of such plans 
with the Labor Department pursuant to the new pension reform 
law will be discussed at a meeting of the Business Advisory 
Council on Federal Reports. The meeting is scheduled for 9:30 
a.m., 1/7/75, Rocm 2010, New Executive Office Building, 726 
Jackson Place, NW, Washington, D.C. For further information 
call 202/395-3443.
TREASURY, DEPARTMENT OF
The Treasury is becoming more concerned over foreign tax havens. The
matter surfaced recently in an exchange of correspondence between 
Rep. Charles Vanik (D-Ohio) and Treasury Secretary William Simon. 
Mr. Vanik will be the Chairman of the new Ways and Means Oversight 
Subcommittee in the next session, and he has expressed some con­
cern over recent advertisements promoting foreign "tax havens."
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Proposed amendments affecting the Income Tax Regulations on Sick 
Pay exclusion have been issued (see 12/27/74 Fed. Reg., p.
44759). The purpose of this change is to formalize the 
Service’s position as stated in TIR-1283 and to provide transi­
tional rules pertaining to the application of section 72 to 
accident and health plans. Comments are due by 1/27/75.
In addition, a proposed change on taxation as self- 
employment income of fees received by certain officers of 
states and political subdivisions has been issued (see 12/20/74 
Fed. Reg., p. 44032). Comments are required prior to 1/19/75.
Forms are now available for those firms required to report in the
survey of foreign portfolio investment in the U.S., pursuant to 
P.L. 93-479, the Foreign Investment Study Act of 1974. The re­
gulations, instructions and forms were published in the 12/20/74 
Fed. Reg., p. 44120.
Temporary regulations under the new pension reform law, providing
rules for an election with respect to bonds and other evidences 
of indebtedness for purposes of valuing assets of certain re­
tirement plans appear in the 12/20/74 Fed. Reg., p. 44069.
A report on how the Social Security system can survive is expected 
shortly. It is being prepared by the Social Security Advisory 
Council, created by Congress, to examine the Social Security 
System. One of the proposals being considered is a jump to 
$24,000 from the current $14,000 in the amount of annual earnings 
subject to Social Security taxes.
SPECIAL: PAPERWORK COMMISSION TO BE ESTABLISHED
A temporary Commission on Federal Paperwork has been created by the 
new law (P.L. 93-556) which was signed recently by President 
Ford. The 14-member Commission is to recommend within 2 years 
ways of cutting the amount of paperwork required of individuals 
and businesses in their dealings with the government. Five 
members are to be selected by the President from the private 
sector.
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TASK FORCE ON BANKING
At a recent meeting there was discussion of the adequacy of loan loss 
reserves, and of current interest of the SEC and of bank regulatory 
authorities in questionable loans and in the adequacy of the reserve.
The Task Force met with trust officers of certain large banks to dis­
cuss the recent requirements imposed on common trust funds of banks 
by the new Audit Guide for Investment Companies (issued in 1973).
The Task Force is engaged in preparing a revised edition to the Audit 
Guide for Banks, issued in 1969.
FEDERAL TAXATION
Tax Division Meeting. The semi-annual meeting of the Tax Division was 
held December 8-12. The following guests addressed the meeting: Donald 
C. Alexander, Commissioner of Internal Revenue; Richard Appert, Chair­
man, Section of Taxation, American Bar Association; Frederic W. Hickman, 
Assistant Secretary of the Treasury for Tax Policy; Lee Hill, President, 
Tax Executives Institute; Bernard Shapiro, Staff Attorney, Joint Commit­
tee on Internal Revenue Taxation; and Meade Whitaker, Chief Counsel, 
Internal Revenue Service.
Financial Statement Disclosure upon a Switch to the LIFO Method. Members 
of the Tax Division met with representatives of the Treasury Department 
to discuss the implications of Revenue Ruling 74-586 on financial report­
ing. At the Division’s invitation, a member of the FASB staff, J. T.
Ball, was also in attendance and discussed potential problems particularly 
related to the FASB exposure draft dated November 11, 1974 on Reporting 
Accounting Changes in Interim Financial Statements. In response to an 
AICPA suggestion, the Treasury officials agreed to meet with representa­
tives of the SEC to determine whether Revenue Ruling 74-586 inhibits pro­
per disclosure of financial information as required by ASR No. 159.
